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PRELIMINARY INSTRUCTIONS 


The transactions in this practice set were 
completed by South Coast Electronics, owned 
and operated by R.C. Yost, during the month of 
June of the current year. The company’s fiscal 
year ends June 30. 


Use of business papers. The business pap- 
ers in this practice set are the source of infor- 
mation regarding the transactions and must be 
used as a basis for the entries. 


Checking the business papers. For your 
convenience in making certain that all busi- 
ness papers are available in your set, the pap- 
ers are numbered consecutively. Before you re- 
cord the transactions for which papers are 
given in an envelope, check the papers to see 
that all are included. If one is missing, obtain 
from your instructor the information given on 
it so that you can properly record the transac- 
tion. 


Dates of entries. It is the custom of the 
business to have each piece of incoming mail 
stamped to show the date on which it was re- 
ceived. All transactions represented by incom- 
ing papers are to be recorded according to the 
dates on which the papers were received by the 
business. 


Books of account. Journals and registers. 
The journals and registers, which are bound in 
one indexed book entitled “Journals and Regis- 
ters”, are as follows: cash receipts journal, 
check register, voucher register, payroll regis- 
ter, and general journal. 

The voucher register for May is included in 
order that payment dates and check numbers 
may be inserted when May unpaid vouchers 
are paid in June. 


General ledger. Account balances at the end 
of the first eleven months of the fiscal year are 
entered in the general ledger as of June 1. 


Accounts receivable ledger. Unpaid balances 
.owed by customers as of June 1 are entered in 
the accounts receivable ledger under the date 
of the original sale. 


(over) 


Employees’ earnings records. The earnings 
records for all employees are bound together. 
Totals for the first quarter of the current year 
and entries for the April and May payrolls are 
entered. 


Sales. All retail sales are for cash and are 
subject to a sales tax of 5%. Sales tax collected 
by the vendor is credited to Sales Tax Payable. 

All wholesale sales are on account and are 
subject to terms of 2/10, n/30, FOB shipping 
point. There is no sales tax on wholesale sales. 

Each sale on account is evidenced by a car- 
bon copy of the sales invoice headed “Sales 
Invoice—Accounting Department Copy.” 


Vouchers. Each liability incurred by the 
business is evidenced by a voucher that was 
prepared by the bookkeeper. 


Cash receipts and payments. All cash re- 
ceived is deposited in the Citizens National 
Bank and all payments (except from petty 
cash) are made by check. Each cash receipt is 
evidenced by a check or duplicate deposit 
ticket. Each cash payment is evidenced by a 
carbon copy of the check headed “Check— 
Accounting Department Copy.” 


Filing business papers. The business pap- 
ers that are received and those that are pre- 
pared by the student are to be placed in the 
ates provided in this set. These files are as fol- 
ows: 


Title of File Materials To Be Filed 


Checks Received Checks received. 


Sales Invoices Accounting department copy 
of sales invoices and credit 
memos issued by the business. 

Unpaid Vouchers Unpaid vouchers according to 
due dates. 

Outgoing Papers Checks being deposited and 
accompanying deposit tickets. 

Office File All other business papers that 
normally would be placed in 
the files of a business. 
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INSTRUCTIONS FOR ENVELOPE 1 


Verifying the business papers. This en- 
velope should contain Forms 1-14. Do not open 
any of the other envelopes until all the work in 
Envelope No. 1 has been completed. 


Forms 1-8. Forms 1-8 are the unpaid vou- 
chers from May. Entries for these vouchers 
were made in May. File these vouchers in the 
Unpaid Vouchers File according to due dates. 


Recording transactions. As you record the 
transactions evidenced by business papers 
9-14, observe the following explanatory notes: 


Form 9. Check received on account. 


Form 10. Vouchers are prepared by the 
bookkeeper and are approved by Yost. When 
you receive a voucher, proceed as follows: 


(1) Record the voucher in the voucher regis- 


ter. 
(2) Write your initials after the word “Re- 
corded” in the Voucher Summary section of the 
voucher. ; 

(3) File the voucher in the Unpaid Vouchers 
File according to the due date. 


Form 11. Checks issued in payment of vou- 
chers are prepared in duplicate by the book- 
keeper and are approved and signed by Yost. 
When you receive the accounting department 
copy of a check, proceed as follows: 


(1) Remove from the Unpaid Vouchers File 
the voucher that is being paid. 

(2) Record the check in the check register. 

(3) Record the date of payment and the 
check number in the Paid columns of the vou- 
cher register. 

(4) Enter the date, amount, and check 
number in the Payment Summary section of 


the voucher and write your initials after “Re- 
corded.” 


In actual practice the Payment Summary section 
would be verified and approved by another person 
before the voucher was filed. 


(5) File the paid voucher and the duplicate 
check in the Office File. 


Form 12. Check received on account less 
discount. 


Form 13. The total amount received from 
cash sales and the related sales tax for June 1-3 
has been deposited in the bank by Yost. On 
June 8 you receive Form 13, a duplicate of the 
deposit ticket for this deposit, from which you 
are to record the cash sales and the related 
sales tax for the period. 


Form 14, June 3. Complete the deposit ticket 
and deposit all checks on hand. The completed 
deposit ticket, together with all checks being 
deposited, should be filed in the Outgoing Pa- 
pers File. 


No entry is required for this deposit because the 
individual checks were recorded in the cash receipts 
journal at the time each was received. 


Posting, June 3. Post from the cash receipts 
journal to the accounts receivable ledger. 

In actual practice, all entries involving cus- 
tomers accounts in the subsidiary ledger would 
be posted each day. Because of the com- 
paratively small number of transactions in this 
set, however, the posting will be completed at 
intervals throughout the month. The posting to 
the general ledger accounts will be completed 
at the end of the month. 
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INSTRUCTIONS FOR ENVELOPE 2 


Verifying the business papers. This en- 
velope should contain Forms 15-29. Record the 
business transactions indicated by these forms, 
observing the following explanatory notes: 


Form 15. South Coast Electronics uses car- 
en copies of its sales invoices as a sales jour- 
nal. 

Post each sale on account directly to the cus- 
tomer’s account in the accounts receivable 
ledger, inserting the invoice number in the 
posting reference column. Indicate the com- 
pletion of the posting of each sales invoice by 
writing your initials in the bottom right corner 
of the duplicate invoice. File the sales invoice 
in the Sales Invoices File. 

At the end of the month, the total sales on 
account will be recorded in a journal entry de- 
biting and crediting the appropriate general 
ledger accounts. 


Form 21. This check is in payment of a note 
for $6,400 and interest of $240 due today. 


Form 26. This note from Howe & Sons 
Audio is in settlement of the sale of May 4. This 
ante shoul be placed in the file designated Of- 
ice File. 


Forms 28 and 29. The employees of South 
Coast Electronics are paid every two weeks by 
use of a special payroll check. Compute the 


payroll and make the necessary entries, pro- 
ceeding as follows: 

(1) On each employee’s earnings record, 
complete the line for the two-week pay period 
ending June 8. The salary of each employee 
remains unchanged from the preceeding 
period. The only deductions for the pay period 
are for federal income tax and FICA tax. (Refer 
to page 1 of the book of employees’ earnings 
records for necessary information.) 

(2) Prepare the payroll register for the 
two-week period, obtaining the information 
from each employee’s earnings record. (Note 
that the employee’s earnings record shows the 
account to be debited for each employee’s sal- 


ary.) 

(3) Record the entry for the payroll in the 
general journal. 

(4) From the information in the payroll 
register, record in the general journal the em- 
ployer’s payroll taxes expense on the biweekly 
payroll. (Refer to page 1 of the book of earnings 
records for tax rates and bases.) 

(5) Record Voucher No. 1617 in the voucher 
register. (The amount of this voucher should 
equal the credit to Salaries Payable in your 
general journal entry. If it does not, recheck 
your work.) 

(6) Record Check No. 2150 in the check 
register in payment of Voucher No. 1617. 


Posting, June 8. Post from the general 
journal to the accounts receivable ledger. 
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INSTRUCTIONS FOR ENVELOPE 3 


Verifying the business papers. This en- Form 38, June 10. Complete the deposit 
velope should contain Forms 30-44. Record the ticket and deposit all checks on hand. 
business transactions indicated by these forms, ; 
observing the following explanatory notes: Posting, June 12. Post from the cash re- 

ceipts journal to the accounts receivable ledger. 
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INSTRUCTIONS FOR ENVELOPE 4 


Verifying the business papers. This en- Form 59, June 17. Complete the deposit 
velope should contain Forms 45-59. Record the ticket and deposit all checks on hand. 
business transactions indicated by these forms, 
observing the following explanatory notes: Posting, June 17. Post from the cash re- 

ceipts journal to the accounts receivable ledger. 
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INSTRUCTIONS FOR ENVELOPE 5 


Verifying the business papers. This en- 
velope should contain Forms 60-73. Record the 
business transactions indicated by these forms, 
observing the following explanatory notes: 


Form 67. South Coast Electronics uses car- 
bon copies of its credit memorandums as a sales 
returns and allowances journal. 

Post each sales return and allowance directly 
to the customer’s account in the accounts re- 
ceivable ledger, inserting the credit memoran- 
dum number in the posting reference column. 
Indicate the completion of the posting of each 
credit memorandum by writing your initials in 
the bottom right corner of the credit memoran- 
dum. File the credit memorandum in the Sales 
Invoices File. 

At the end of the month, the total sales re- 
turns and allowances will be recorded in a 
journal entry debiting and crediting the appro- 
priate general ledger accounts. 


Forms 72 and 73. Before proceeding with 
the payroll, record the following changes effec- 
tive June 22 on the respective employee’s earn- 
ings record. For pay rate changes, indicate the 
effective date and new pay rate below the pre- 
vious pay rate. For the change in withholding 
allowances, indicate the new withholding al- 
lowances next to the old number. 


Berndt, Donald R. ............ +25 biweekly 
Davison, Mark L. ............ +40 biweekly 
Espinoza, Robert R. .......... +40 biweekly 


Hoffman, Bradley C. ......... +25 biweekly 


McIntosh; Sandra Fy. 220.2 wasn ass no change 
Peterson, Karen B. ........... +20 biweekly 
Tanaka, Daniel C. ............ +30 biweekly 
Tyler, Mildred R. ............. +30 biweekly 


Tanaka, Daniel C. ......... add 1 exemption 


Compute the payroll and make the necessary 
entries according to the following directions: 


(1) On each employee’s earnings record, 
complete the line for the two-week pay period 
ending June 22. The only deductions for the 
pay period are for federal income tax and FICA 


tax. 

(2) Prepare the payroll register for the 
two-week period. 

(3) Record the entry for the payroll in the 
general journal. 

(4) Record the employer’s payroll taxes ex- 
pense on the biweekly payroll in the general 
journal. 

(5) Record Voucher No. 1626 in the voucher 
register. (The amount of this voucher should 
equal the credit to Salaries Payable in your 
general journal entry. If it does not, recheck 
your work.) 

(6) Record Check No. 2162 in the check 
register in payment of Voucher No. 1626. 


Posting, June 22. Post from the cash re- 
ceipts journal to the accounts receivable ledger. 
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INSTRUCTIONS FOR ENVELOPE 6 


Verifying the business papers. This en- Form 80, June 24. Complete the deposit 
velope should contain Forms 74-88. Record the ticket and deposit all checks on hand. 
business transactions indicated by these forms, 
observing the following explanatory notes: Posting, June 28. Post’ from the cash re- 

ceipts journal and the general journal to the 
accounts receivable ledger. 
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INSTRUCTIONS FOR ENVELOPE 7 


Verifying the business papers. This en- 
velope should contain Forms 89-101. Record 
the business transactions indicated by these 
forms. Upon completion, proceed with the fol- 
lowing activities. 


Recording total sales on account for the 
month. Remove the sales invoices from the 
Sales Invoices File, total them, and in the gen- 
eral journal record these sales on account for 
the month. 


Recording total sales returns and allo- 
wances. Remove the credit memorandums 
from the Sales Invoices File, total them, and in 
the general journal record these sales returns 
and allowances for the month. 


Posting to the general ledger. 


(1) Total and rule the amount columns of the 
cash receipts journal, the check register, and 
the voucher register. Prove the equality of de- 
bits and credits in each. 

(2) Before posting, determine the cash bal- 
ance at June 30 (the beginning cash balance 
plus the total cash receipts minus the total 
cash payments). The cash balance should be 
$7,384.33. 

(3) Post all items that need to be posted in- 
dividually to the general ledger. (Use “CP” to 
indicate postings from the check register.) The 
general ledger account balances need not be 
determined until the posting is completed. 


All posting to general ledger accounts from each 
book of original entry should be completed at one 
time. As a result, in a few instances items will not be 
posted to the accounts in chronological order. 


(4) Post the appropriate columnar totals of 
the cash receipts journal, the check register, 
and the voucher register to the general ledger. 
Determine the balance of each general ledger 
account. 


Periodic summary. Since June 30 is the end 
of the fiscal year for South Coast Electronics, 
the periodic summary must now be completed. 


Ruled forms are provided for the work sheet, the 
schedules, and the statements. The heading, with 
the exception of the date, is printed on each form. 


Also, all general ledger account titles are printed on 
the work sheet. 


(1) Prepare a schedule of accounts receiva- 
ble and compare the total with the balance of 
the accounts receivable account in the general 
ledger. 

(2) Prepare a schedule of unpaid vouchers 
from the vouchers in the Unpaid Vouchers 
File. Compare the total with the balance of the 
accounts payable account in the general ledger. 

(3) Take a trial balance at June 30 on the 
work sheet. 

(4) Complete the work sheet. Adjustment 
data are: 


Accrued interest on notes receivable 


BhUAe GO syemisedegs storwanme oe $ 13.80 
Accrued interest on notes payable 
BLGUNEISO! sg prbsediicrcwn dare estan 20.42 
Addition to allowance for doubtful 
OLAS RINERS oe setontscaval noo anesieeeeeaat clave sie 720.50 
Merchandise inventory at June 30... 70,421.20 
The balance of the merchandise in- 
ventory account appearing in the 
general ledger is the inventory as of 
July 1, the beginning of the fiscal 
year. 
Supplies inventory at June 30 ....... 824.60 
Insurance expired during the year ... 4,861.00 
Depreciation for the year on remaining: 
Store equipment ................. 1,758.00 


Office equipment. i<i...as0ee sass 610.00 
Accrued salaries at June 30: 

Sales salaries. ii5 244 na sonesescers 1,720.00 

Office Bal aries) ii:0-2ncvbinrsed one tan 470.00 


South Coast Electronics accrues payroll taxes 
only on salaries paid. 


(5) Prepare an income statement, a capital 
statement, and a balance sheet. 


There were no entries in the capital account dur- 
ing the year; hence the balance appearing in the 
general ledger is the balance as of last July 1. 


(6) Journalize the adjusting entries and post 
to the general ledger. 

(7) Journalize the closing entries and post to 
the general ledger, indicating closed accounts 
by inserting a line in both balance columns. 

(8) Prepare a post-closing trial balance. 

(9) Journalize the reversing entry or entries 
as of July 1 and post to the general ledger. 


